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Abstract This study is the first to provide a causal estimate of the cross-spouse
subjective well-being consequences of unemployment. Using German panel data
on married and cohabiting partners for 1991–2015 and information on exogenous
unemployment entry due to workplace closure, we show that one spouse’s
unemployment experience reduces the life satisfaction of the other partner. The
estimated spillover is at least one quarter of the effect of own unemployment and
is equally pronounced among female and male partners. In addition, while wives’
life satisfaction does not recover even two years after their partners becoming
unemployed, husbands only react to their wives’ joblessness during the first year
of unemployment. Our results are insensitive to income controls and the couple’s
position in the income distribution, thus reflecting the non-pecuniary costs of
unemployment. Although the income loss hardly explains the negative spillover
effects of unemployment on spousal life satisfaction, we document large declines
in spousal satisfaction with household income and living standards. This finding
supports the argument that the costs of unemployment borne by indirectly
affected spouses extend beyond the loss of consumption opportunities and might
be rather related to social values attached to market work. Being robust to a
battery of sensitivity checks, our findings imply that public policy programs
aimed at mitigating unemployment’s negative consequences need to target not
only those directly affected but also cohabiting spouses.
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1 Introduction
Economists have been devoting increasing attention to the broad well-being
consequences of unemployment.1 A substantial body of literature has document-
ed that joblessness causes large life satisfaction declines and permanently scars
those directly affected (Winkelmann 2014; Clark et al. 2001). While most of
the scholarship has focused on the subjective well-being consequences of one’s
own unemployment, it is reasonable to expect that unemployment may affect
the well-being of other family members through the negative externatilities due
to sharing the same household, having a common income, and being exposed to
similar stressors (Luhmann et al. 2014). Similarly, one spouse’s job loss could
affect the well-being of the other spouse due to increased financial strain and
worries about the future income, or due to non-monetary considerations, in-
cluding the change in the amount of time spent together, social stigmatization,
emotional contagion, and the spillover of negative emotions such as stress or
worry (Luhmann et al. 2014).
Nevertheless, with a few exceptions, the literature on unemployment and
well-being has surprisingly ignored explorations of the within-couple subjective
well-being externalities. This paper fills this void by investigating how one
spouse’s exogenous unemployment induced by company closings causally af-
fects the subjective well-being of the other partner (i.e., the indirectly affected
spouse).2 Using household data from the German Socio-Economic Panel Study
(GSOEP) for 1991–2015, which allow us to employ couple fixed effects, we
find that spousal job loss due to workplace closure has a negative effect on the
indirectly affected spouse’s life satisfaction.3 By accounting for about one
quarter to one third of the effect of one’s own unemployment on subjective
well-being, the magnitude of the cross-spouse externality that we document is
economically important. In particular, following his wife’s unemployment, a
husband’s life satisfaction decreases by about 0.34 points (on a 0–10 scale).
1 Beyond the associated long-term income declines (e.g., Couch and Placzek 2010; Davis and Wachter 2011),
individual unemployment is linked with worsened physical health and mortality (e.g., Gerdtham and
Johannesson 2003; Sullivan and Von Wachter 2009), mental health declines (Kuhn et al. 2009; Marcus
2013) and can increase the probability of suicide (Avdic and Chevalier 2016). Browning et al. (2006), Kuhn
et al. (2009), and Schmitz (2011) find no causal effects of unemployment on physical health. However, Kuhn
et al. (2009) document associated mental health effects.
2 Throughout this paper, we use the terms “spouse” and “partner” interchangeably. “Husband” is a heuristic
used to designate the male partner, while “wife” denotes the female spouse. Cohabiting couples do not need to
be formally married.
3 Throughout this paper, we use the terms “plant closure” and “company/workplace closure” interchangeably.
Furthermore, we use the terms “unemployment” and “job loss” interchangeably.
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The decline is slightly smaller (0.25 points) for the average woman whose
husband loses his job, although the gender difference is statistically insignifi-
cant. Furthermore, we also discover that the life evaluations reduction is also
mirrored in the declining satisfaction with household income and living
standards.
In addition, we investigate the subjective well-being trajectories of partners before
and after involuntary spousal unemployment. We show that wives do not adapt to their
husbands’ unemployment, while the pattern for indirectly affected husbands is less
clear-cut. Our results are robust to several sensitivity tests, such as controlling for job
loss expectations, panel attrition, partnership dissolution, state-specific shocks, and
local-level unemployment rates. We also test for possible channels behind our results
and conclude that the negative effect of spousal unemployment is independent of
current and future income, the unemployment duration, as well as the couple’s position
in the income distribution. Taken together with the declining satisfaction with income
and living standards, these results suggest that in a country with a liberal unemploy-
ment benefits system such as Germany, the stigma attached to living on public welfare
rather than the financial concerns may account for the well-being losses that we
document (Chadi and Hetschko 2017).
This paper focuses on the cognitive component of subjective well-being, namely life
satisfaction.4 It thus differs from the related scholarship on themental health consequences
of spousal unemployment (e.g., Bubonya et al. 2017; Marcus 2013; Mendolia 2014;
Siegel et al. 2003). At first sight, it may seem that mental health and subjective well-being
are synonymous. Nonetheless, despite being conceptually related, mental health refers to
the absence of depression and chronic anxiety, while life satisfaction is a global reflective
assessment of one’s life as a whole (Diener et al. 1999; Flèche and Layard 2017). While
both mental health and life satisfaction are subjective states, mental illness is typically
diagnosed by a medical professional. Finally, the correlation coefficient between mental
health and misery (low subjective well-being) is as low as 0.1 (and as high as 0.4),
implying that these are two different constructs (Flèche and Layard 2017).5
Building on the extant studies, our contribution to the literature is threefold. First, we
provide a causal estimate of the effects of spousal unemployment on the other partner’s life
evaluations using representative household German panel data. Second, in addition to
studying unemployment's externalities in terms of spousal life satisfaction, we are also the
first to consider the consequences of unemployment for the indirectly affected partner’s
satisfaction with five different life domains: leisure, housework, household income,
standard of living, and health. Third, we document novel results concerning the anticipa-
tion of and adaptation to spousal job loss due to plant closing and we compare and contrast
these patterns with the anticipation of and adaptation to one’s own unemployment due to
company closure in our sample. Finally, we carefully consider the robustness of our
findings and whether income considerations could be driving our results.
We argue that a causal understanding of the size of the spillover effects of unem-
ployment has important consequences for the design of social policy. Our findings
4 For further information about the other subjective well-being dimensions and their determinants, see OECD
(2013); Graham and Nikolova (2015); Helliwell et al. (2016); Tay and Diener (2011).
5 While mental illness explains most of the variation in low subjective well-being (i.e., misery), it is one
among several determinants, including poverty, unemployment, and physical health (Flèche and Layard 2017).
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highlight the relevance of unemployment’s within-couple externalities and expand the
state-of-the-art knowledge of such interdependencies. As such, the results imply that
effective public policy programs aimed at mitigating the negative consequences of
unemployment should adopt a family perspective.
2 Related literature
Both cross-sectional and panel studies find unequivocal subjective well-being losses
accruing to individuals who experience unemployment themselves (see Winkelmann
(2014) for a review).6 Specifically, past unemployment experiences reduce current
subjective well-being levels conditional on current labor market status (Clark et al.
2001). Even job loss expectations can be as devastating as the unemployment experi-
ence itself (Witte 1999). In addition, individuals do not adapt to unemployment in
virtually every context in which this relationship has been investigated: even five years
after becoming unemployment, men’s life satisfaction scores continue to decline. The
results for women are not so clear-cut (Clark 2016).7
Using the only cross-section from the British Household Panel Study (BHPS)
available at the time, Clark and Oswald (1994) were among the first to document the
negative association between personal unemployment and subjective well-being. Fur-
thermore, Gerlach and Stephan (1996) and Winkelmann and Winkelmann (1998)
furnish the first panel regression estimates demonstrating the negative life satisfaction
consequences of unemployment in Germany, which amount to about one point on a 0–
10 scale. The pecuniary costs of unemployment (i.e., the loss of income) are about two
to seven times smaller compared to the non-monetary costs related to loss of status and
work identity (Winkelmann and Winkelmann 1998; Knabe and Rätzel 2011a, b). Given
the large non-pecuniary costs of job loss, the early literature concluded (yet did not
formally test) that unemployment entry is largely involuntary. Indeed, as the first to
distinguish between voluntary and involuntary job loss, Kassenboehmer and Haisken-
DeNew (2009) find that company closures—which proxy unexpected and involuntary
job loss—lead to individual life satisfaction declines of about 0.5 points on a 0–10 scale.
Nevertheless, to date no study has examined whether and how one spouse’s
unemployment causally affects the other partner’s subjective well-being.8 One related
early contribution in the economics literature (Winkelmann and Winkelmann 1995) has
6 The literature regarding the mental health consequences of one’s own unemployment is more mixed. Using
German data and the plant closure variable, Schmitz (2011) finds no effects of unemployment on health
satisfaction or mental health. Kuhn et al. (2009) find that plant closings in Austria result in an increase in
expenditures for antidepressants and an increase in hospitalizations due to mental problems for men.
7 In this sense, personal unemployment is unlike any other life event. People’s life satisfaction normalizes
(although it may not fully recover to its initial level) after income gains and losses, marriage, divorce, the birth
of a child, widowhood, and disability (Clark 2016).
8 Several studies in a related body of literature examine the well-being consequences of parental unemploy-
ment for co-resident children. First, using British longitudinal data, Powdthavee and Vernoit (2013) find that
parental unemployment was positive for children’s happiness when the child was up to 11 years old but the
effect becomes negative or insignificant later on. Using data on German adolescent children, Kind and
Haisken-DeNew (2012) show that the life satisfaction of male children aged 17–25 declines following their
father’s unemployment. Meanwhile, Bubonya et al. (2017) find that parental unemployment only worsens
female children’s mental health.
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studied cross-spousal spillovers in life satisfaction due to unemployment. Specifically,
using GSOEP data for West Germany for 1984–1989, Winkelmann and Winkelmann
(1995) show one regression table whereby in addition to controlling for one’s own
unemployment status, the authors also include indicators for the partner’s employment
status.9 The study shows that conditional on one’s own unemployment, partners’
unemployment reduces female life satisfaction by 0.5 points (on a 0–10 scale). Men
do not experience additional declines in life satisfaction above and beyond their own
unemployment. While the Winkelmann and Winkelmann (1995) work is important in
highlighting the within-couple externalities of unemployment, it relies on data only
from West Germany from the late-1980s and does not differentiate between voluntary
and involuntary unemployment entry. Specifically, own life satisfaction or the life
satisfaction of the spouse may be correlated with the unemployment entry, thus biasing
upwards the coefficient estimates in Winkelmann and Winkelmann (1995).
We also point out that our paper substantively differs from Luhmann et al. (2014),
who study 2973 couples in the GSOEP during the years 1984–2009 and document their
life satisfaction trajectories before and after unemployment using research methods
from the psychology discipline. The models that the authors use have a number of
limitations. For instance, they do not have couple or individual fixed effects and as such
cannot rule out individual or couple-level unobserved heterogeneity. Moreover, the
paper only includes a limited number of covariates (labor status, job security worry,
children, relationship duration, income gender, and age), and individuals appear in the
regressions more than once as part of the same couple. The associated declines in
partners’ well-being is about 0.32 points on a 0–10 scale (relative to the baseline) and
the authors document anticipation effects one year before spousal unemployment and
no adaptation two years following the unemployment episode.
Finally, the present study is related to but distinct from the growing body of the
literature on the mental health consequences of spousal unemployment. One of the first
nationally representative analyses offering a household-level perspective on unemploy-
ment uses 1987 Irish data to demonstrate that husbands’ unemployment is unassociated
with wives’ mental health (Whelan 1994). Exploiting British panel data, Clark (2003)
discovers that the negative mental well-being consequences of unemployment are
partially mitigated if the spouse or other household members are also unemployed,
highlighting the social norm of unemployment. Using panel data on older adults from
the Health and Retirement Study, Siegel et al. (2003) find no association between
husbands’ job loss and wives’ mental health, which is consistent with the cross-
sectional results of Whelan (1994). Several papers explicitly tackle the endogeneity
between spousal job loss and the other partner’s mental health outcomes. Specifically,
based on 2002–2010 German panel data and a difference-in-differences matching
estimator, Marcus (2013) finds that unemployment negatively affects own mental
health as well as the mental health of the other spouse, with the latter effect being
smaller. His results further suggest that the decreases in spousal mental health are larger
when the husband (rather than the wife) becomes jobless. Mendolia (2014) tackles the
endogeneity of job loss by focusing on redundancies in declining industries. Using a
9 The same exercise is reported in Caroll (2007) using Australian panel data, who finds no statistically
significant effects of partner unemployment on the odds of reporting life satisfaction scores greater than 5 (on a
1–10 scale).
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logit fixed effects model and the first 14 waves of BHPS, she finds that both partners in
British couples in which the man loses his job experience poor mental health. Bubonya
et al. (2017) utilize Australian panel data and mitigate reverse causality problems by
relying on a fixed effects analysis in combination with lagged spousal unemployment.
They demonstrate that husbands’ mental health does not deteriorate due to their wives’
job loss. However, the mental well-being of wives declines after their husbands’
unemployment, but only if the job loss episode is sustained, or couple had financial
difficulties or relationship strain prior to the unemployment.
3 Data and variables
3.1 Data
We rely on the GSOEP, which is a representative household panel in Germany
(version 32.1) (Frick et al. 2007; SOEP 2016). The data offer a rich set of
variables related to subjective well-being, health, demographic and labor market
characteristics, income, household composition and finances, as well as family
biography.
The main dependent variable is overall life satisfaction measured on a scale of 0
(completely dissatisfied) to 10 (completely satisfied). In separate regressions, we
utilize variables capturing satisfaction with different life domains such as leisure
time, housework, income, standard of living, and health status, all of which are
measured on a 0–10 scale (see Table 10 in Appendix A for variable definitions).
The satisfaction with housework is only asked to those respondents who are
engaged in household chores.
The GSOEP includes a variable reporting all types of labor force status since
the last interview, including private employment, civil service, self-employment,
apprenticeship/traineeship, registered unemployment, retirement, and being in
education. In addition—and importantly for our identification strategy—starting
in 1985, the GSOEP introduced a question on the reasons for job termination
and since 1991 the answers have included a category for “place of work closed,”
which allows distinguishing between voluntary and involuntary unemployment
(Kassenboehmer and Haisken-DeNew 2009). We exploit this information to
construct an indicator for exogenous spousal unemployment. However, since
the possible answer categories in 1999 and 2000 excluded company closure,
we omit these two years from our analyses.
Our analysis also utilizes the information on indirectly affected respondents’
demographic and labor market characteristics such as age, education, health
(number of doctor visits and disability status), marital and labor force status,
working hours, as well as household characteristics such as number of children,
household size, household income, home ownership, and place of residence. The
year 1993 is excluded from the estimations due to the unavailability of the doctor
visits variable. In separate regressions, we also include controls for the directly
affected spouse’s future job loss expectations and the duration of the unemploy-
ment episode due to plant closing. Table 10 in Appendix A describes the variables
used in the analysis.
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3.2 Analysis sample
Our analysis samples comprise cohabiting couples—regardless of their formal marital
status—matched based on spouse and household identifier variables observed from 1991
to 2015, with the exception of the years 1993, 1999, and 2000. We separately examine
couples in which the husband enters unemployment from those in which the wife enters
unemployment. The directly affected spouses are defined as those who potentially experi-
ence unemployment due to plant closure and are full- or part-time private employees in the
previous time period (time t − 1). The “private employee” category excludes pensioners,
civil servants, self-employed, and those in military/community service and students.10 In
the current time period (time t), directly affected spouses either continue to be private
employees or become registered unemployed and experience unemployment due to
company closure.11 In other words, spouses in our treated and comparison groups start
from the same initial labor market condition, but in the next period we observe them, some
experience joblessness due to company closures (treated group) while others remain
continuously employed (comparison group). To capture the working-age population, we
restrict the ages of the directly affected spouses to range between 18 and 67, while the
indirectly affected spouses can be of any age and employment status.We exclude couples in
which both the husband and wife simultaneously experienced job loss due to plant closure.
Our “husband” analysis sample (where the wife potentially experiences exogenous
job loss) comprises 51,816 couple-years, or 10,682 couples, among which 201 wives
experience job loss due to plant closure. The “wife” sample (where the husband
potentially experiences exogenous job loss) includes 62,903 couple-years, or 12,208
couples, among which 280 husbands lose their jobs due to workplace closures.
Tables 11 and 12 in the Appendix furnish summary statistics.
4 Empirical specification
The life satisfaction Yof the indirectly affected spouse i observed at time period t can be
specified as:
Y it ¼ αþ βUSit þ X 0itΩ þ γi þ τ t þ εit ð1Þ
In this setup, the unit of observation is the couple-year, while US is a binary indicator
for spousal job loss due to workplace closure. In the “wife” sample, US takes the value
of 1 if the husband changes his labor force status from being a private employee to
being registered unemployed due to a plant closure, and 0 if he remains in private
10 We focus on “private employees” and exclude other employment types because our treatment variable is
defined based on “company closures.” Specifically, civil servants are unlikely to experience workplace
closures and their employment status cannot be affected by the treatment. For the same reason, we exclude
students but include trainees/apprentices in our definition of “private” employees. The self-employed are also
omitted from the analysis sample, as they are not subject to unexpected and exogenous unemployment by
nature of their job.
11 Because the GSOEP is conducted once a year, the job loss due to company closure could have occurred any
time between two consecutive years (i.e., time t − 1 and time t) in which the respondent is observed.
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employment. Similarly, in the “husband” sample, US is defined with respect to the
wife’s employment status. Furthermore, X is a vector denoting the indirectly affected
spouse’s individual-level characteristics (age, age squared, years of schooling, labor
force status, annual work hours, annual doctor visits, and disability status) as well as a
vector of household-level controls (including the number of children, household size,
home ownership, (log of) total disposable household income, indicator for west/east of
Germany and federal state), γ and τ are individual and year fixed effects, respectively,
and ε is the stochastic error term. Given the individual fixed effects, the subjective well-
being consequences of spousal unemployment are identified from variation coming
from couples in which one partner changes their labor force status from being a private
employee to being registered unemployed due to a plant closure. Furthermore, as
explained in Section 3.2, by construction, spouses are matched using the spouse and
household identifier variables. Each individual is thus representative of the couple and
individual fixed effects are thus also couple fixed effects. As such, the fixed effects
capture selection issues associated with household formation such as assortative mat-
ing. Our specifications are therefore robust to certain types of endogeneity related to
time-invariant individual- and couple-level heterogeneity that is simultaneously corre-
lated with job loss and subjective well-being. All models are estimated separately for
the indirectly affected husband’s and wife’s life satisfaction outcomes, and include
robust standard errors, clustered at the individual (couple) level.
One objection to the specification above is that the income variable may be
endogenous with spousal employment status: unemployment reduces household in-
come, which in turn lowers life satisfaction. Ideally, we would like to control for an
income source that is unaffected by spousal unemployment, although finding such an
income variable is non-trivial. To understand the extent to which our results could be
driven by the endogeneity of the income variable, we compare and contrast specifica-
tions that control for household income from asset flows (savings, dividends, and rents)
with those that include disposable household income. While also potentially being
endogenous, household income from asset flows is only indirectly related to labor
income. In addition, we also offer specifications that exclude the income variable.
Nevertheless, excluding income from the regressions altogether changes the interpre-
tation of the US coefficient estimate. Specifically, when we control for household
income, the parameter β represents the non-pecuniary “costs” of spousal unemploy-
ment, i.e., the well-being consequences of unemployment above and beyond income
(Winkelmann and Winkelmann 1998). Given the similarity of the results with both
income variables, our preferred specification is the one controlling for real disposable
household income, which is conventional in the literature on subjective well-being and
unemployment.
Because life satisfaction is an ordinal variable measured on 0–10 scale, we should
technically estimate Eq. (1) using an ordinal logit or probit regression. As is common in
the literature, all specifications use ordinary least squares (OLS) individual fixed effects
since ignoring the ordinality of the data holds little consequence for the end result
(Ferrer-i-Carbonell and Frijters 2004). The fixed effects regressions and the fact that
unemployment entry due to company closure is exogenous to spousal life satisfaction
allow for the causal interpretation of our estimates. Nevertheless, one may be concerned
about the violation of the assumption on the exogeneity of unemployment due to plant
closure if employees or their spouses anticipate unemployment. We test the validity of
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this assumption by including a control variable for the (lagged) job loss expectations of
the directly affected spouse. In addition, we provide a battery of sensitivity checks such
as controlling for attrition and couple dissolution, accounting for the duration of the
current unemployment episode, controlling for state-specific macroeconomic shocks,
regional-level unemployment shocks, weighting, and using voluntary unemployment
entry. We also show specifications using unemployment due to dismissals, which is
another source of involuntary job loss but is less exogenous than plant closures.
Finally, we explore the extent to which our results are driven by income consider-
ations and provide novel results regarding the anticipation of and adaptation to spousal
unemployment following a method used in Clark and Georgellis (2013) and Qari
(2014). Specifically, we model anticipation and adaptation as:
Y it ¼ αþ β−3US−3;it þ β−2US−2;it þ β−1US−1;it þ β0US0;it þ β1US1;it þ β2US2;it
þ X 0itΩ þ γi þ τ t þ εit ð2Þ
where the life satisfaction (Y) of the indirectly affected spouse, the vector of covariates
(X), and γ and τ are individual and year fixed effects, respectively, as in Eq. (1).
Importantly, Eq. (2) estimates the anticipation and adaptation effects based on the
treated sample, i.e., all couples who will eventually experience unemployment due to
plant clsoings.12 To capture the anticipation of spousal unemployment, we introduce
the leads of the plant closing indicator in Eq. (2). The three dummies US−1, U
S
−2, and
US−3 refer to future entry into unemployment and are coded as 1 if the respondent’s
spouse will enter unemployment due to plant closure in the next 1–2 years, 2–3 years,
and 3 years or more, respectively and 0 otherwise. Similarly, US0 denotes the entry to
unemployment due to plant closure in the first year of unemployment. To capture the
adaptation to spousal unemployment, we introduce the lags of the plant closing
indicator in Eq. (2). The two dummy variables US1 and U
S
2 take the value of 1 if the
respondent has been unemployed due to plant closure for 1–2 years and more than
2 years, respectively, and 0 otherwise. US−3 is the reference category in the estimation
of Eq. (2). Given that all unemployment dummies are mutually exclusive, any
individual is only present in one of the six categories at any given year. As we
estimate (2) using fixed effects models, the comparison is within-individual and with
respect to the omitted category US−3. Thus, for example, the coefficient estimate of U
S
1
should be interpreted as the change in the well-being of indirectly affected spouses
whose partners have been unemployed for 1–2 years compared to the life satisfaction
scores of the same individuals 3 (or more) years before their partners enter unemploy-
ment. Similarly, the coefficient estimate on the lead variable US−1 is interpreted as the
life satisfaction response of the spouse whose partner will lose her/his job due to plant
closure in the next 1 to 2 years.
12 In fact, these are the observations that generate the variation used in the estimatin in Equation (1) (i.e., 201
treated wives and 280 treated husbands).
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5 Main results
Table 1 presents the well-being consequences of involuntary spousal unemployment
due to company closures for the indirectly affected spouses.13 All regressions include
individual (i.e., couple) fixed effects and controls for the year of survey and state of
residence. The left panel of the table (columns (1)–(3)) reports the results for men
whose (female) partners experience plant closures. Similarly, the right panel (columns
(4)–(6)) reports the women’s life satisfaction response to their (male) partners’ job loss.
Models (1) and (4) do not control for income, Models (2) and (5) include a variable for
(the log of) real household income from asset flows, while Models (3) and (6) control
for (the log of) real disposable household income. In subsequent regressions, we only
show the results controlling for disposable household income.
The estimates presented in Table 1 unequivocally demonstrate that regardless of
gender, spousal job loss due to company closure negatively influences the life satisfaction
of the indirectly affected partner. Men’s life satisfaction declines by about 0.34 points as a
result of their wives’ unemployment. The effect is slightly less pronounced amongwomen
whose spouses become jobless, amounting to a reduction in perceived well-being by
about 0.25 points. However, the gender difference is not statistically significant.14
These coefficient estimates differ from those in Winkelmann and Winkelmann
(1995), who find that—controlling for one’s own and one’s partner’s employment
status—indirectly affected wives experience a 0.5-point drop in life satisfaction, while
the coefficient estimate for males whose wives become jobless is positive and
statistically insignificant. The divergence of our results from Winkelmann and
Winkelmann (1995) could be due to the different sample selection and analysis period.
More importantly, unlike in Winkelmann and Winkelmann (1995), our estimates are
based on an exogenous unemployment entry. Comparing the coefficient estimates for
indirectly affected women that we find (0.25) with those in Winkelmann and
Winkelmann (0.5) implies an upward bias when selection is not taken into account.
13 Regressions for the sample of married and cohabiting couples showing the effects of own unemployment on
one’s own life satisfaction are shown in Table 14 in Appendix B. Columns (1)–(3) of Table 14 present the
results for men (who themselves become unemployed due to plant closure), while columns (4)–(6) demon-
strate the findings for women (who themselves become unemployed due to company closure). The main
takeaway from this table is that men’s negative well-being response to own unemployment is slightly stronger
than that for females. Based on our preferred specification controlling for household income, job loss reduces
men’s life evaluations by 0.98 points, while the corresponding drop for women is roughly similar in
magnitude, at about 0.84 points. Our results are not directly comparable to those in Kassenboehmer and
Haisken-De New (2009) as we have a matched-couple sample, the sample restriction that individuals are
private employees in the year prior to unemployment, and we use different years for the estimation.
Kassenboehmer and Haisken-De New (2009) essentially show that after controlling for unemployment, there
are no effects of being unemployed due to company closings for men but there are large effects for women.
14 In Table 15 in Appendix B, we test whether there is a gender difference in the estimated effects presented in
Table 1. Specifically, combining the husband and wife analyses samples into a single dataset, we run a
regression interacting the gender of the indirectly affected spouse with spousal unemployment. In Table 15, the
coefficient estimate for the job loss variable (− 0.35) corresponds to husbands’ life satisfaction reactions when
their wives become unemployed and is a direct parallel to the finding in Table 1, column (3). The coefficient
estimate for women whose husbands become jobless is given by summing up the coefficients for job loss and
that for the interaction variable (job loss×female) and corresponds to the finding in Table 1, column (6). The
slight difference in the coefficient estimates is due to the fact that we have couple fixed effects in Table 1 and
household fixed effects in Table 15. The interaction term is statistically insignificant, suggesting that there is
no difference between the life satisfaction responses between spouses of both genders. Put simply, husbands
and wives care just as much when their spouse involuntarily loses their job.



































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































810 M. Nikolova, S. H. Ayhan
Furthermore, the results remain unchanged when excluding income and controlling
for household income from asset flows, which suggests that our results capture the non-
pecuniary costs of spousal unemployment. Benchmarked against the coefficient esti-
mates of one’s own unemployment due to firm closure for the couple sample (Table 14
in Appendix B), our results represent about one third to one quarter of the life
satisfaction effects of one’s own unemployment.
Another way to quantify how much spouses care about their partners’ job loss is to
utilize the life satisfaction valuation approach. Specifically, we calculate the amount of
household income required to compensate the indirectly affected spouse for the life
satisfaction penalty resulting from their partner’s job loss. Based on the sample mean of
real household income of 46,000 Euro, male partners need to be given about 49,300
Euro. For indirectly affected women, the corresponding compensation is about 52,000
Euro.15 The findings thus far indicate that the costs of unemployment are non-monetary
and large and are also borne by indirectly affected spouses.
The coefficient estimates of the control variables in Table 1 are generally in line with
the economic theory and previous studies. For instance, a higher educational attainment
is positively correlated with the indirectly affected spouse’s own life satisfaction.
Likewise, home ownership—which is a proxy for wealth—and household income
are positively associated with spousal life satisfaction. Like other studies using the
GSOEP (Frijters and Beatton 2012; Kassenboehmer and Haisken-DeNew 2012), we
fail to document a U-shaped relationship between life satisfaction and age in fixed
effects estimations (see Ulloa et al. 2013 for a review). Finally, disability status and the
annual doctor visits—both of which are proxies for health status—are negatively
associated with life satisfaction. In addition, while the magnitudes of the coefficient
estimates for the control variables are generally the same across genders, those for one’s
own unemployment have a substantially larger negative effect on men compared with
women (based on the coefficient estimate for registered unemployed).
6 Robustness checks
In this section, we explore whether our results are robust to a battery of sensitivity tests.
Our first check concerns the exogeneity of the company closure variable. Like
Kassenboehmer and Haisken-DeNew (2009), we argue that plant closures are exoge-
nous from the perspective of the individual respondent or their spouse. Nevertheless,
one concern might be that employees who remain at the firm until the very end may
have had reasons for doing so despite knowing about the looming closure. As
Kassenboehmer and Haisken-DeNew (2009) point out, if a company takes a few
15 Following the conventional life satisfaction valuation approach (Clark & Oswald 2002), we calculated the
compensations by dividing the coefficient estimates for spousal unemployment by the household income
coefficient and then multiplying by the sample average of household income. For male partners, based on the
coefficient estimate in Table 1, the corresponding valuation is given by dividing the job loss coefficient of −
0.340 by the income coefficient of 0.321 and then multiplying by the average household income in the sample
of about 46,000 Euros (reported in Table 11). The compensating valuation for female partners is calculated in
the same way. An alternative quantification method proposed by Knabe and Rätzel (2011a) takes into account
intertemporal spillovers of temporary income compensations. According to this approach, the monetary
compensation we calculated based on the standard approach should be interpreted as an upper bound.
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months or years to shut down, then only the least flexible employees would remain
until the end, thus implying that the estimated effects represent an upper bound of the
actual average effect of spousal unemployment on life satisfaction. To ensure that the
plant closure experience was indeed exogenous, Table 2 furnishes results controlling
for the lagged directly affected spouse’s unemployment expectations (see Table 10 in
Appendix A for variable definitions). In separate specifications (columns (2) and (4)),
we also code all missing values for this variable as “no response” and include them in
the regressions. This coding helps to avoid losing observations when we construct the
Table 2 Effect of one spouse’s job loss on the life satisfaction of the other spouse, with a control for job loss
expectation, fixed effects
Male partner Female partner
(1) (2) (3) (4)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.391** − 0.315*** − 0.423*** − 0.234**
(0.156) (0.107) (0.157) (0.092)
Lag of job loss expectation (Ref: unlikely)
Not probable − 0.086*** − 0.035
(0.027) (0.026)
Probable − 0.141*** − 0.082*
(0.048) (0.046)
Certain − 0.182* − 0.227***
(0.093) (0.087)
Lag of job loss expectation (Ref: missing)
Unlikely 0.137*** 0.218***
(0.046) (0.040)




Certain − 0.006 − 0.032
(0.088) (0.083)
State and year dummies Y Y Y Y
Individual fixed effects Y Y Y Y
Individual controls Y Y Y Y
No. observations 20,950 51,816 24,949 62,903
Adjusted R2 0.535 0.549 0.509 0.514
No. individuals (couples) 7279 10,682 8103 12,208
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The job loss expectation variable refers to
the directly affected spouse’s job loss expectation in the next 2 years. In all regressions, this variable is lagged
by one time period. Because the job expectation variable was not asked in all years, to prevent non-random
attrition bias due to non-response, columns (3) and (4) include an indicator for missing values. The analyses
exclude 1999 and 2000 as the reasons for job termination question excluded the plant closure response.
Additionally, 1993 is excluded as the doctor visits question was not asked then
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lagged variable of job loss expectation and because this question was asked every other
year. Specifically, the sample size declines by more than half for the husband sample
and about two thirds in the wife sample (columns (1) and (3)), which explains the
slightly higher coefficient estimates that the spousal job loss variable attracts in these
regressions. Nevertheless, the coefficient estimates of the key regressor reported in
Table 2 ((columns (2) and (4)) are substantively similar to those in Table 1, suggesting
that the plant closing variable can be treated as exogenous.
Second, given the panel structure of our data, attrition—or the non-random exit of
spouses from the dataset for reasons correlated with the unemployment episode—is a
potential concern. To understand whether it biases the estimates, following
Wooldridge’s (2002) approach we constructed a binary indicator taking the value of
one if the indirectly affected spouse disappears from the sample in the next time period
and zero if he/she stays in the panel. In Table 3, Models (1) and (3), we show that
controlling for sample attrition does not influence the results. The interaction term
between the attrition dummy and the spousal job loss variable is also statistically
insignificant for both genders, thus demonstrating that the cross-partner spillovers that
we identify are not disproportionally higher or lower for survey dropouts.16,17
A related issue arises from the fact that partners may drop from the sample due to
divorce or separation, which could be partly induced by the job loss episode (Doiron
and Mendolia 2012; Eliason 2012; Hansen 2005; Rege et al. 2007). By construction,
our sample comprises cohabiting couples, which may be a self-selected sample of all
couples experiencing unemployment. Given that the plant closing episode happened at
any time since the past interview, our partner sample may represent those with strong
marriage ties or other unobserved reasons to remain together. We test whether partner-
ship dissolution through divorce and separation following the unemployment episode
influences the results. Specifically, exploiting the panel structure of the data, for the
couples for which we have marital status information in the next time period, we
created a binary indicator variable that is equal to one if the indirectly affected spouse
separates or divorces from their current partner in the subsequent observation period.
The findings reported in Table 3, columns (2) and (4), indicate that the main effect of
spousal unemployment remains robust to this check. In addition, being divorced or
separated in the next time period and the interaction term between divorce and spousal
job loss is statistically insignificant for both the husband and wife sub-samples. This
suggests that divorce among couples experiencing unemployment does not bias the
16 In Table 13, we also furnish information about how the treated and comparison groups differ based on
attrition status. Specifically, in panel A of Table 13, we compare the control groups based on attrition status,
separately for the husband (top left panel) and wife samples (top right panel). In both the husband and wife
samples, the comparison groups differ along their observable characteristics according to attrition status. Yet,
importantly, the treated samples, which provide the identifying variation in our estimations, are largely
unaffected by attrition. This is evidenced by the statistically insignificant differences in means for (most of)
the observable characteristics in between the observations remaining and dropping in from the treated sample
(Panel B).
17 In addition, in Appendix Table 17, we also show the main regressions applying the sample weight, which
partially addresses the concern that sample selectivity and the changing willingness to participate in surveys
could be driving our results. However, note that the number of observations in Table 17 is smaller than in
Table 1 as some individuals are assigned zero weights (Haisken-DeNew and Frick 2005). The coefficient
estimates on spousal unemployment in Table 17 are slightly higher (0.38 in the husband sample and 0.3 in the
wife sample), but generally similar to those presented in Table 1 (0.34 in the husband sample and 0.25 in the
wife sample), suggesting that sample selectivity is not driving our results.


















































































































































































































































































































































































































































































































































































































































































































































































































































































814 M. Nikolova, S. H. Ayhan
results. Yet, these results should be interpreted with caution as only 6 out of 188 treated
couples experience subsequent separation in column (2) and only 15 out of 264 couples
do so in column (4).18
A third identification threat may arise if plant closures are the result of
certain regional shocks that also simultaneously influence life satisfaction. For
example, firm closures may be driven by an overall decline in the regional
economy and affect individual life satisfaction, which would upwardly bias our
results. To understand the extent to which such region-specific changes matter,
we conducted the analyses by including additional year×federal state interaction
terms. Table 4 shows that the results in this specification remain very similar to the main
results presented in Table 1, although the coefficient estimates for the spousal unemployment
variable are slightly lower compared to those in the main specification in the male sample.19
In summary, Tables 2, 3, and 4 imply that the finding that unexpected and involuntary
spousal unemployment leads to cross-spouse life satisfaction declines is robust across
different specifications and sensitivity tests.20, 21
7 Channels and explanations
7.1 The income channel revisited
Our results thus far suggest that the cross-spouse declines in life satisfaction associated
with partner unemployment are largely independent of current income. However, it is
possible that the psychological costs of unemployment borne by indirectly affected
spouses are due to financial concerns about the future. As Chadi and Hetschko (2017)
note, income losses resulting from unemployment may be unimportant for subjective
18 We lack information on marital status in the next time period for some couples. In separate specifications,
following Mendolia (2014), we also created a dummy variable for partner change (instead of divorce), but the
results (available upon request) were not very telling due to the small number of indirectly affected spouses
who change their partner and experienced job loss due to plant closure.
19 Ideally, we would have wanted to check whether local-level shocks influence the results. Indeed, we merged the
GSOEP datawith regional-level (Raumordnungs-Regionen (ROR)) data from the INKARdatabase. However, we do
not have sufficient degrees of freedom to credibly identify these effects. We offer analyses controlling for ROR-level
unemployment in Table 16 in the appendix. All regressions are for 1998, 2001–2014 due to the INKAR data
availability.
20 We also consideredwhether the results are driven by coupleswho experiencemultiple plant closure episodes. In the
“husband” sample, whereby the wife loses her job, among the 201 “treated” cases, 193 wives (96.02%) lose their job
just once, while 8 (3.98%) lose their job two times. In addition, in the “wife” sample, whereby the husband loses his
job, out of the 280 treated cases, 268 (95.71%) experience unique job losses due to plant closures, while 12 couples
experience two job losses due to plant closure. Therefore, it does not appear that the results are driven by couples who
keep on experiencing plant closings on multiple occasions. Furthermore, to rule out the possibility that the results are
further driven by couples in which the directly affected spouse has long unemployment experiences (due to various
reasons), we further control for the directly affected spouse’s cumulative unemployment experience to date and also
interact this variable with the treatment. The results remain unchanged, which adds another level of reassurance about
their robustness (results available upon request).
21 In Table 19, we present some suggestive evidence that the negative well-being costs borne by the wives of
the unemployed may be disproportionately concentrated among those with children in the household. The
same does not hold true among indirectly affected husbands. We also note that Model (2) in Table 19 should
be interpreted with caution as the standard errors in this specification are very large.
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well-being as the unemployed substitute their former labor income with the income of
other household members and unemployment benefits. Furthermore, Germany pro-
vides a relatively substantial unemployment insurance package in the first year of
unemployment, which may mitigate the associated labor income loss. However, as the
unemployment duration increases, the unemployment benefits, the re-employment
probability, and household income decrease. Thus, the well-being loss resulting from
spousal unemployment may reflect concerns about the directly affected partner’s future
labor market prospects and earnings rather than worries about the current situation.
To understand the extent to which such concerns about the future influence our
results, in Table 5 we control for the duration (in months) of the spouse’s current
unemployment episode (Models (1) and (3)) and household income in the next survey
period (Models (2) and (4)).22 The duration of the unemployment episode of the partner
is a count variable coded as 0 if the respondent’s spouse is currently employed. The
main results and conclusions remain virtually unaltered. The coefficient estimates for
the duration of the current unemployment episode is relatively small in magnitude and
statistically insignificant. Furthermore, Models (2) and (4) show that while future
household income—which captures financial concerns about the future—is positively
associated with current life satisfaction, controlling for it does not seem to eliminate the
magnitude of the spousal job loss coefficient, thus suggesting that the results are not
driven by considerations about future re-employment or finances.
22 To rule out the possibility that the results are further driven by couples in which the directly affected spouse
has long unemployment experiences (due to various reasons), we further control for the directly affected
spouse’s cumulative unemployment experience to date and also interact this variable with the treatment. The
results remain unchanged, which adds another level of reassurance about their robustness (results available
upon request).
Table 4 Effect of one spouse’s job loss on the life satisfaction of the other spouse, controlling for state-
specific shocks, fixed effects
Male partner Female partner
(1) (2)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.288*** − 0.249***
(0.104) (0.092)
State and year dummies Y Y
State × year dummies Y Y
Individual fixed effects Y Y
Individual controls Y Y
No. observations 51,816 62,903
Adjusted R2 0.550 0.515
No. individuals (couples) 10,682 12,208
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the
reasons for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the
doctor visits question was not asked then
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In Table 6, we further explore whether the results depend on who the couple’s
primary earner is.23 The intuition is that spousal unemployment may not be as
detrimental for the indirectly affected spouse if the unemployed partner was not the
primary “breadwinner” in the couple. Nonetheless, the results in columns (1) and (6)
demonstrate that the primary earner variable and its interaction with spousal job loss
indicator are statistically insignificant, suggesting that the main results are independent
of this factor.
Next, we explore the extent to which the main effects that we identify differ for
couples at the bottom and top of the household income distribution. For this purpose, in
separate regressions, we interact an indicator variable for bottom, middle, and top
quartile earners with the job loss variable. The results presented in columns (2)–(5) of
Table 6, respectively, demonstrate that there are no differential effects at any quartile of
the earnings distribution for indirectly affected husbands. In other words, spousal job
loss equally hits indirectly affected spouses coming from both relatively poor and
relatively rich households. The interaction term of the top income quartile is negatively
and marginally statistically significant for indirectly affected wives (column (10)),
implying that women in relatively well-off households may be disproportionately
Table 5 Effect of one spouse’s job loss on the life satisfaction of the other spouse, controls for unemployment
duration and future household income, fixed effects
Male partner Female partner
(1) (2) (3) (4)
Dependent variable: Satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.424** − 0.362*** − 0.335** − 0.238**
(0.191) (0.107) (0.140) (0.097)
Duration of spouse’s unemployment spell 0.179 0.176
(0.311) (0.225)
Disposable hhld income (log) in t + 1 0.273*** 0.127***
(0.042) (0.031)
State and year dummies Y Y Y Y
Individual fixed effects Y Y Y Y
Individual controls Y Y Y Y
No. observations 51,707 45,004 62,704 54,918
Adjusted R2 0.549 0.550 0.513 0.608
No. individuals (couples) 10,632 9251 12,124 10,796
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the
reasons for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the
doctor visits question was not asked then. The N of treated couples in Model (1) is 201, in Model (2) is 190; in
Model (3) is 279 and in (6) is 256
23 We define the primary earner as the partner earning at least 500 Euros more per year than his/her spouse. We
perform similar exercises using wider earning gaps between spouses, up to 2000 Euros per year. The results
are robust to the usage of different thresholds to define the primary earner.
























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































820 M. Nikolova, S. H. Ayhan
negatively affected by their partner’s joblessness. This result may be driven by the
stronger social norm to be successful among higher-status households.24
The results presented in this section imply that the life satisfaction penalty from
involuntary spousal unemployment is generally not due to pecuniary factors; rather, it
likely reflects the psychological distress and other non-pecuniary costs of unemploy-
ment such as social stigma.25
7.2 Is there a social norm of unemployment at the couple level?
Following Clark (2003), we test whether there is a social norm of unemployment within
the couple, i.e., whether one’s own unemployment mitigates the negative well-being
consequences of spousal job loss due to plant closure. Using a cross-section of respon-
dents from Berlin and Magdeburg in 2008, Knabe et al. (2016) examine how one’s own
unemployment depends on the labor force status of the partner. The authors find that the
large well-being gap between unemployed and employed partnered men (4.3 points on a
0–10 scale) is mitigated if their spouses are unemployed or inactive. Among partnered
women, one’s own unemployment is associatedwith a 1.1 point decline in life satisfaction,
which is partially mitigated by having an inactive partner. However, our results do not
support the evidence of a social norm of unemployment at the couple level. The results in
Table 7 document that while personal unemployment is negatively associated with life
satisfaction, the interaction term is statistically insignificant, suggesting that one’s own
unemployment has no additional effect above and beyond the negative impact of spousal
job loss due to company closure. Nonetheless, one should be cautious in interpreting these
results given the lack of sufficient statistical power to identify the effects.
7.3 Satisfaction with life domains
In Table 8, we further explore whether and how spousal unemployment affects
satisfaction with housework, free time, household income, living standards, and health.
While Chadi and Hetschko (2017) study satisfaction with different life domains
resulting from individual unemployment, to our knowledge no comparable analyses
24 In Table 20, we offer the results from a similar exercise whereby we interact the quartiles of household
income from asset flows with the treatment variables. The intuition is that couples with large asset incomes
may not be as affected by spousal unemployment compared to a couple with relatively small assets. We see
some suggestive evidence for this hypothesis in Model (8) whereby the life satisfaction declines for wives
whose husbands lose their jobs are concentrated among second quartile of the household asset income
distribution.
25 For comparison purposes, we also assessed the well-being spillover of spousal unemployment due to his/her
own resignation, i.e., voluntary unemployment (Table 18). The coefficient estimate on the spousal unemploy-
ment is positive and statistically insignificant in the male partner regression, although the one in the female
sub-sample is marginally statistically significant. In line with expectations, the results suggest that spousal
voluntary unemployment is generally unassociated with the life satisfaction of the indirectly affected partner.
In addition, in Table 18, we also offer results using another proxy for involuntary unemployment entry—
namely dismissals—which is less exogenous than plant closings. Nevertheless, the estimates in Table 18
suggest that spousal dismissals are also negatively associated with the indirectly affected spouse’s life
evaluations, which confirms the argument regarding the psychological costs induced by involuntary unem-
ployment. In addition, the larger coefficient estimates (in absolute value) among female partners whose
husbands get dismissed (compared with the original results in Table 1) confirms the more endogenous nature
of “dismissals.”
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exist at the couple level. Like the life evaluations variable, the regressands in Table 8
are subjective assessments of the different life aspects measured on a 0–10 scale.
We provide some intuition about the expected results. First, concerning the regres-
sions using satisfaction with housework as the dependent variable, the gender identity
hypothesis (Akerlof and Kranton 2000) posits that individuals derive “identity utility”
from adhering to social norms. Thus, upon becoming unemployed, men—traditionally
viewed as “breadwinners”—may shy away from housework, while unemployed wom-
en may substitute market work with household work (Grogan and Koka 2013).
Therefore, we expect that satisfaction with household work would increase for indi-
rectly affected men (whose wives enter unemployment) but remain unchanged or
decrease for indirectly affected women.26 Second, if spouses have a complementarity
in leisure and value time spend together more than income or social status, then
satisfaction with free time for the indirectly affected spouse could increase following
spousal job loss. This expectation is also inspired by the finding in Chadi and Hetschko
(2017) that satisfaction with free time and family life increases for those who them-
selves become unemployed. Third, given that the consequences of unemployment are
largely non-pecuniary and that unemployment benefits in Germany are relatively high
in the first year of unemployment, we expected no effects of spousal job loss on
26 An alternative test for the “identity utility” hypothesis would be to check the heterogeneity across immigrant
groups, whereby different social norms related to the more traditional division of labor within the household
are arguably in place. However, the small number of observations of immigrant groups in our analysis sample
and the GSOEP in general limits our ability to credibly execute such an exercise.
Table 7 Effect of one spouse’s job loss on the life satisfaction of the other spouse, social norms of
unemployment, fixed effects
Male partner Female partner
(1) (2)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.384*** − 0.210**
(0.110) (0.099)
Indirectly affected spouse unemployed − 0.845*** − 0.464***
(0.049) (0.038)
Job loss × indirectly affected spouse unemp. 0.508 − 0.313
(0.373) (0.270)
State and year dummies Y Y
Individual fixed effects Y Y
Individual controls Y Y
No. observations 51,816 62,903
Adjusted R2 0.548 0.514
No. individuals (couples) 10,682 12,208
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the
reasons for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the
doctor visits question was not asked then























































































































































































































































































































































































































































































































































































































































Your spouse is fired! How much do you care? 823
satisfaction with household income and satisfaction with living standards unless the
satisfaction comes from the subjective valuation of labor income. Finally, given the
finding in Marcus (2013) that spousal unemployment affects the indirectly affected
partner’s mental health, we anticipated that spousal unemployment attracts negative
coefficient estimates for both genders in the health satisfaction regressions.
Consistent with our expectations, Table 8 shows that while spousal involuntary
unemployment is negatively associated with the other partner’s health satisfaction, the
relationship is positive between unemployment and housework satisfaction, although
both coefficient estimates are statistically insignificant. The null impact of spousal job
loss on health satisfaction is in line with Schmitz (2011), who shows that plant closings
do not affect individual health satisfaction. While unemployed individuals increase their
time spent in housework (Chadi and Hetschko 2017), this increase in home production
does not translate into increased housework satisfaction among their partners.
In addition, as noted above, spousal unemployment could be positively associated with
leisure satisfaction if indirectly affected partners value their time spent together more than
household income or social status associated with employment. Despite the statistical
insignificance, the negative sign of the coefficient estimate on unemployment in the leisure
satisfaction regressions in the male sample (Model (2) in Table 8) implies that the loss of
income and the social status concerns dominate the leisure complementarity between
spouses. The opposite conclusion holds true in the female sample (Model (7) in Table 8),
again despite the statistical insignificance of the spousal unemployment variable.
Nevertheless, the main insight from Table 8 is that spousal job loss due to firm
closure strongly reduces the other partner’s satisfaction with household income and
satisfaction with living standards. Indirectly affected men’s income satisfaction declines
by 0.7 points, which is enormous compared to the corresponding overall life satisfac-
tion loss triggered by spousal unemployment. The corresponding losses for indirectly
affected wives are even greater, being about one point on a 0–10 scale. These large
coefficient estimates at the couple level are similarly documented at the individual level
by Chadi and Hetschko (2017), who report income satisfaction declines of about 1.6
points (on a 0–10 scale) following one’s own unemployment. Table 8 also demonstrates
that satisfaction with living standards declines by about 0.4 points for male partners and
by 0.3 points for female partners.
These results suggest that both genders experience a deterioration in their house-
hold’s perceived financial well-being, but not in terms of other life aspects. Upon first
glance, this finding may appear at odds with our result that income does not explain the
life satisfaction loss associated with spousal joblessness. Our explanation hinges on
modifying the argument in Chadi and Hetschko (2017), who explain for the negative
income satisfaction coefficient associated with individual unemployment with the
disutility of not earning labor income. Specifically, couples in which one spouse is
unemployed likely cover their consumption needs with the earnings of the other spouse
or via income from public transfers. Thus, while the cross-spouse psychological costs
of unemployment are independent of income, the large income satisfaction declines
shown in Table 8 could be due to the loss of spousal labor income and the stigma
effects associated with unemployment and living on public welfare (Chadi and
Hetschko 2017). Thus, the negative coefficient estimates for these perceived financial
well-being variables likely reflect the disutility of having a partner who fails to comply
with the social norm of working and earning a living (Stutzer & Lalive 2004). This














































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































826 M. Nikolova, S. H. Ayhan
reasoning further explains the larger negative coefficient estimate for women whose
husbands become unemployed, highlighting the social norm of husbands as the
breadwinners.
In subsequent analyses, we investigate whether the decline in satisfaction with income
and standard of living is driven by an income effect. Specifically, in Table 9 we present
results whereby in separate regressions we exclude the household income variable and
control for household asset income as well as income in the next time period. Evidently,
for both genders and when satisfaction with both household income and living standards
are the dependent variables, the coefficient estimates on spousal unemployment do not
differ much depending on whether we include or exclude income or whether we control
for household asset income or future income. These results are in line with the findings in
Table 1 and suggest that the actual financial conditions (current and future) do not drive
our effects; rather, the well-being consequences of unemployment that we document are
likely attributable to the worsened perception about the financial situation and the
subsequent psychological burden imposed on the partners of the unemployed.
7.4 Anticipation of and adaptation to spousal unemployment
Earlier work provides strong empirical evidence of both lead and lagged effects of
one’s own unemployment on current life satisfaction. According to Clark and
Georgellis (2013), while life satisfaction normalizes (although it does not necessarily
return to baseline) after some life events, there is no adaptation to unemployment
among males. To evaluate the degree of anticipation and adaptation to spousal invol-
untary unemployment, we estimate the model described in Eq. (2) using the leads and
lags of the unemployment indicator. As explained in Section 3, the estimation of Eq. (2)
is based on the treated sample in which directly affected spouses lose their jobs due to
plant closure. Therefore, one should be cautious in comparing the results with those
from our main specifications (i.e., Tables 1–9) which rely on a much larger sample
(namely, including both treated and comparison couples).
Figure 1 illustrates the spousal life satisfaction patterns before and after the other
partner becomes unemployed due to plant closure. The left panel of the graph refers to
the “husband sample” (whereby the female spouse becomes unemployed) and the right
panel illustrates the results from the “wife sample” (whereby the male partner experi-
ences a plant closure). The results suggest strong lead and lagged effects of unemploy-
ment for female partners. Importantly, indirectly affected wives’ life satisfaction does
not bounce back to the baseline score two years after husbands’ unemployment,
suggesting that there is no adaptation to unemployment for this group. The picture is
less clear-cut for male partners whose wives lose their jobs due to plant closures. The
confidence intervals are notably larger for the “husband sample” due to the smaller
sample size within the observation period (compared with the “wife sample”).
For comparison purposes, Fig. 2 still relies on the couple sample but shows the
results of one’s own life satisfaction patterns before and after involuntary unemploy-
ment over the same period. The results are in line with those documented by Clark and
Georgellis (2013). When men experience job loss, we find evidence of no adaptation of
life satisfaction to their own unemployment, whereas the picture is again not so clear-cut
when women become jobless. The imprecise estimates in the cases when women become
jobless in Figs. 1 and 2 are attributed to the small number of “treated” observations (i.e.,
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fewer women than men lose their jobs due to plant closures, see also Table 11 in
Appendix A). Thus, we show the female sample results for illustrative purposes but
refrain from drawing solid conclusions about anticipation and adaptation patterns.
8 Conclusion
Personal unemployment has large psychological costs that extend beyond the mere
income loss. In this paper, we use representative German household panel data with
information on exogenous unemployment entry to provide causal evidence that the
non-pecuniary costs of unemployment are also borne by spouses. Husbands’ life
satisfaction drops by about 0.34 points following their spouse’s unemployment, while
the life satisfaction of wives whose partner becomes unemployed drops by about 0.25
points (on a 0–10 scale). The suffering imposed on the partners is large and would
require compensations of about 49,000 Euros for indirectly affected males and about
52,000 Euros for indirectly affected females to bring spouses to their previous well-
being levels. While men largely appear to adapt to their wives’ unemployment, women
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Spousal life satisfaction patterns
Fig. 1 Source: authors based on GSOEP 1991–2015. Notes: the figure shows the coefficient estimates of the
lead and lagged unemployment dummies from the estimation of Eq. (2). The left panel refers to the “husband
sample” (whereby the female spouse gets unemployed) and the right panel illustrates the results for the “wife
sample” (whereby the male partner experiences a plant closure). While the dashed lines refer to the 95%









Eq. (2). Accordingly, the x-axis on the range of [−2,2] refers to the number of years before and after the partner
gets unemployed, and the vertical solid line (crossing 0) illustrates the time of entry into unemployment. The
y-axis denotes the life satisfaction outcome. The reference category is US−3. Given the fixed effects estimation,
the coefficient estimates should be interpreted as the change in life satisfaction (within a person) with respect
to the score three (or more) years before the partner gets unemployed due to plant closure
whose husbands experienced plant closures suffer life satisfaction declines even three
years after unemployment. Our results are robust to a number of sensitivity checks,
including controlling for the job loss anticipation, accounting for panel attrition, couple
dissolution, and regional shocks.
As in the case of individual unemployment, the estimated effects are independent of
income but result in large declines in perceived financial situation. Similar to Chadi and
Hetschko (2017), we interpret the large dissatisfaction with income and living standards
following spousal unemployment as amarker of the high value attached to market work, the
disutility of living on public assistance, and accordingly, the social stigma of being jobless.
Overall, these findings imply that the large non-pecuniary costs of spousal unemployment
are due to psychological scarring from the unemployment experience itself.
Our analysis has several policy implications. First, policies aimed at alleviating the
consequences of unemployment should also consider other household members and
especially female partners. Second, in the spirit of Bubonya et al. (2017), we argue that
unemployment policies that simply provide monetary assistance are unlikely to restore
affected families’ well-being. At the same time, policies that seek to reduce the
psychological burden related to the stigma of being unemployed or receiving
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Female partner's life satisfaction
Own life satisfaction patterns 
Fig. 2 Source: authors based on GSOEP 1991–2015. Notes: the figure shows the coefficient estimates of the
lead and lagged unemployment dummies from the estimation of Eq. (2) for directly affected individuals. The
left panel refers to cohabiting husbands who themselves get unemployed and the right panel illustrates the
results for wives who themselves experience plant closure. While the dashed lines refer to the 95% confidence








2} specified in Eq. (2).
Accordingly, the x-axis on the range of [−2,2] refers to the number of years before and after unemployment,
and the vertical solid line (crossing 0) illustrates the time of entry into unemployment. The y-axis denotes the
life satisfaction outcome. The reference category is US−3. Given the fixed effects estimation, the coefficient
estimates should be interpreted as the change in life satisfaction (within a person) with respect to the score
three (or more) years before the entering unemployment due to plant closure
unemployment benefits could be a double-edged sword if they prolong the unemploy-
ment duration. Finally, our findings are also informative to employers who may want to
consider a household perspective when designing severance packages. They should be
aware that lay-offs scar not only workers but also their families, while the negative
psychological effects could be long-lasting.
Acknowledgements This paper first appeared as IZA Discussion Paper No. 10411 in December 2016 and
SOEPpaper 891/2016 and should be replaced with the current version, which is substantively new. We thank
the Editor Erdal Tekin and two anonymous referees for substantive feedback and suggestions. We are also
grateful to Adrian Chadi, Carol Graham, Andrew Clark, Conchita D’Ambrosio, Clemens Hetschko, Boris
Nikolaev, Deborah Cobb-Clark, Arnaud Chevalier, Marco Caliendo, Tommaso Colussi, Peter Kuhn, and
participants at the Subjective Survey Data in Labour Market Research workshop in Trier, EALE 2017
Conference in St. Gallen, and the IZA Brown Bag for helpful comments and suggestions. Margard Ody
helped locating literature, Richard Forsythe provided copy-editing support, and Sarah Stahlmann and Daria
Golokhvastova furnished research assistance. The authors are also grateful to the data services of the IDSC of
IZA for access to the German Socio-Economics Panel dataset. All errors are our own. The paper was written
while both authors were Research Associates at the Institute of Labor Economics (IZA).
Compliance with ethical standards
Conflict of interest The authors declare that they have no conflict of interest.
Appendix A
Table 10 Variable definitions
Variable Definition
Dependent variables
Life satisfaction Overall life satisfaction on a 11-point scale: [0] Completely dissatisfied to
[10] Completely satisfied
Life satisfaction domains
Housework Satisfaction with housework on a 11-point scale: [0] Completely dissatisfied
to [10] Completely satisfied
Leisure Satisfaction with amount of leisure time on a 11-point scale: [0] Completely
dissatisfied to [10] Completely satisfied
Hhld income Satisfaction with household income on a 11-point scale: [0] Completely
dissatisfied to [10] Completely satisfied
Living standards Satisfaction with standard of living on a 11-point scale: [0] Completely
dissatisfied to [10] Completely satisfied




Spousal job loss due to
plant closure
1 = job terminated due to workplace closure among those privately
employed in previous time period, 0 = employed as a private employee
Socio-economic characteristics
Age Age in years
Years of education Number of years of education
830 M. Nikolova, S. H. Ayhan
Table 10 (continued)
Variable Definition
Private employee 1 = private employee including 20 occupational position categories, 0 =
other types of occupational positions
Pensioner 1 = pensioner, 0 = other types of occupational positions
Registered unemployed 1 = registered unemployed, 0 = other types of occupational positions
Not employed 1 = not employed, 0 = other types of occupational positions
Self-employed 1 = self-employed including 13 categories of occupational position, 0 =
other types of occupational positions
Civil servant 1 = civil servant including 4 categories of occupational position, 0 = other
types of occupational positions
Currently in education 1 = in education, 0 = other types of occupational positions
Currently in military 1 = military and community service, 0 = other types of occupational
positions
Annual work hours Annual work hours of individual
Annual doctor visits Annual doctor visits of individual
Disabled 1 = disabled, 0 = not disabled
Household characteristics
No. persons in the
household
Number of persons in the household
No. children in the
household
Number of children in the household
Home ownership 1 = owner of dwelling, 0 = not owner of dwelling
Disposable household
income
Household post-government income (in 2011 Euros)
Household income from
asset flows
Household income from savings, dividends, and rents (in 2011 Euros)
West Germany 1 = reside in west Germany, 0 = reside in east Germany
State dummies Dummy variables for 16 federal states
Year dummies Dummy variables for years 1991–2013
ROR dummies Dummy variables for 96 German regional policy regions (ROR)
Controls for the robustness checks
Lag of job loss expectation Directly affected spouse expects to lose job in next 2 years, on a 4-point
scale: [1] unlikely, [2] probably not, [3] probably, [4] certain




The duration (in months) of the current unemployment spell (coded as 0 for
the control group)
Divorced/separated in t + 1 1 = respondent is divorced or separated in subsequent year, 0 = otherwise
Children in the household 1 = presence of children in the household, 0 = no children in the household
Formally married 1 = married, 0 = cohabiting
ROR-level unemployment
rate
Unemployment rate at the level of German regional policy regions (ROR)
Source: Authors based on GSOEP Codebooks
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In Table 12, we compare the observable characteristics of spouses whose partners
lost their jobs due to a plant closure with those whose partners are registered unem-
ployed for any reason. The table suggests that husbands whose wives experienced plant
closure are similar to husbands with unemployed wives. The differences that are
statistically significant at the 1% concern annual work hours and household income.
The right panel of Table 12 further shows that wives whose husbands experienced
company closures are also similar to the sample of wives with unemployed partners.
The statistically significant differences at the 1% concern home ownership and house-
hold income. Some further differences are statistically significant at the 10% level.
While we acknowledge these differences, we cannot directly address them.
Appendix B
Table 14 Effect of own job loss due to plant closure on own life satisfaction, fixed effects
Males Females
(1) (2) (3) (4) (5) (6)
Dependent variable: own life satisfaction
Job loss due to plant closure − 0.953*** − 0.949*** − 0.978*** − 0.836*** − 0.840*** − 0.844***
(0.113) (0.113) (0.113) (0.116) (0.116) (0.116)
State and year dummies Y Y Y Y Y Y
Individual fixed effects Y Y Y Y Y Y
Individual controls Y Y Y Y Y Y
Household income from asset flows
control
N Y N N Y N
Disposable income control N N Y N N Y
No. observations 65,597 65,597 65,597 55,925 55,925 55,925
Adjusted R2 0.524 0.525 0.525 0.514 0.515 0.515
No. individuals (couples) 12,608 12,608 12,608 11,494 11,494 11,494
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the
reasons for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the
doctor visits question was not asked then
836 M. Nikolova, S. H. Ayhan
Table 15 Effect of one spouse’s job loss on the life satisfaction of the other spouse, gender effects
(1)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.346***
(0.105)
Spousal job loss × female 0.099
(0.140)
State and year dummies Y




No. individuals (couples) 22,890
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the household level: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the
reasons for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the
doctor visits question was not asked then
Table 16 Effect of one spouse’s job loss on the life satisfaction of the other spouse, ROR-level unemploy-
ment, fixed effects
Male partner Female partner
(1) (2) (3) (4) (5) (6)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.173 − 0.172 − 0.536* − 0.282** − 0.276** − 0.463
(0.156) (0.155) (0.313) (0.124) (0.124) (0.312)
ROR-level unemployment rate − 0.027*** − 0.027*** − 0.031*** − 0.031***
(0.009) (0.009) (0.008) (0.008)
Spousal job loss × ROR-level unemp. 0.035 0.017
(0.025) (0.023)
State and year dummies Y Y Y Y Y Y
Individual fixed effects Y Y Y Y Y Y
Individual controls Y Y Y Y Y Y
No. observations 39,670 39,670 39,670 46,700 46,700 46,700
Adjusted R2 0.565 0.565 0.565 0.521 0.521 0.521
No. individuals (couples) 9112 9112 9112 10,363 10,363 10,363
Source: Authors’ calculations based on GSOEP and INKAR data 1998, 2001–2014. Notes: Robust standard
errors in parentheses: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the reasons
for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the doctor
visits question was not asked then. The ROR-level information is only available until 2014 at the time of
writing
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Table 17 Effect of one spouse’s job loss on the life satisfaction of the other spouse, weighted results, fixed
effects
Male partner Female partner
(1) (2)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss due to plant closure − 0.381*** − 0.299**
(0.129) (0.117)
State and year dummies Y Y
Individual fixed effects Y Y
Individual controls Y Y
No. observations 48,870 59,948
Adjusted R2 0.533 0.498
No. individuals (couples) 9858 11,458
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The analyses exclude 1999 and 2000 as the
reasons for job termination question excluded the plant closure response. Additionally, 1993 is excluded as the
doctor visits question was not asked then. The regressions use the sample weight
Table 18 Effect of one spouse’s voluntary job loss and dismissal on the life satisfaction of the other spouse,
fixed effects
Male partner Female partner Male partner Female partner
Spousal job loss due to own resignation Spousal job loss due to dismissal
(1) (2) (3) (4)
Dependent variable: life satisfaction of the indirectly affected spouse
Spousal job loss 0.043 − 0.300* − 0.261*** − 0.675***
(0.109) (0.177) (0.066) (0.073)
State and year dummies Y Y Y Y
Individual fixed effects Y Y Y Y
Individual controls Y Y Y Y
No. observations 51,819 62,737 52,233 52,233
Adjusted R2 0.544 0.513 0.544 0.516
No. individuals (couples) 10,699 12,199 10,758 10,736
Source: Authors’ calculations based on GSOEP 1991–2015. Notes: Robust standard errors in parentheses,
clustered at the individual level: ***p < 0.01, **p < 0.05, *p < 0.1. The number of wives who voluntary quit
their jobs in Model (1) is 204. The number of wives who get dismissed in Model (3) is 618. The number of
husbands who voluntarily quit their jobs in Model (2) is 119, and the number of dismissed husbands in Model
(4) is 616. Observations from year 1993 are excluded as the doctor visits question was not asked then
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As noted in Section 6, our results could be driven by local labor market shocks, such
as rising regional unemployment resulting from declining industries, which influence
both firm closures and spousal life satisfaction. To ascertain whether this identification
threat changes our results, we merged the GSOEP sample with unemployment data at
the regional (i.e., ROR) level from the INKAR database, which is currently available
until 2014. The unemployment data on the 96 ROR regions in Germany is available
starting in 1998. Ideally, we would have wanted to include regional-level (ROR-level)
fixed effects but unfortunately this was unfeasible as some RORs do not have any
couples experiencing company closings. Instead, we conducted the analyses controlling
for the local unemployment rate. Note also that the plant closure variable is not
available in 1999 and 2000 and thus these years are excluded from the regressions.
The regressions are thus effectively for 1998, 2001–2014. Table 16 presents the results.
InModels (1) and (4), we replicate the baseline results (i.e., those reported in Table 1)
for the 1998, 2001–2014 sample. Based on these results, it is clear that this sub-sample
differs from the main analysis sample. Table 16, Model (1) shows that the coefficient for
spousal job loss is negative but statistically significant, which is unsurprising given the
smaller number of treated couples. The results in Model (4), whereby the husband loses
his job, remain significant. Adding the regional-level unemployment (Models (2) and
(4)), which itself is negatively associated with both male and female partner’s life
satisfaction, does not change the coefficient estimate on the spousal job loss due to
plant closure. Finally, the regional unemployment level has no additional effect on the
indirectly affected spouse’s well-being when interacted with spousal unemployment in
Models (3) and (6). These findings suggest that the results that we identify are not driven
by the regional unemployment conditions, at least for the 1998–2014 sub-sample.
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